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THE LITERATURE ON THE SALES TAX 

There is strong sentiment in this country for the repeal of 
the excess profits tax and the higher surtaxes on income, and 
the advocates of such action are proposing substitutes. One 
of the proposals which has precipitated debate is that for a 
general sales tax. The country is remarkably divided on this 
subject. The farmers are represented as against the tax by 
certain of their alleged spokesmen.^ Labor is opposed to the 
tax, if we may accept the statements of some of the leaders.^ 
The business community and others divide. 

Organizations of business men have been created especially 
to agitate for the sales tax. One of these is the Business Men's 
National Tax Committee, headed by Mr. Meyer D. Roth- 
schild, a New York jeweler.' The organization is very prolific 
of literature, some of which is fairly carefully worked out. 
From the point of view of quality, data given, and evidence of 
investigation, its publications will probably take first rank 
amidst the pro-sales tax literature. Its most notable writ- 
ings are its Bulletins entitled Statement in Favor of a Gross 
Sales Tax or Turnover Tax,* Comments on the Report of the 
Special Committee on Taxation of the United States Chamber 

1 Sec Comntittee Print of the Hearinga on tax revision before the Senate Finance 
Committee, Sixty-seventh Congress, First Session, the testimony of Mr. H. C. Mc- 
Kenzie, representing the American Farm Bureau, pp. 112-134; the Statement filed by 
Mr. T. C. Atkeson, Washington Representative of the National Grange, pp. 352-357; 
discussion of Mr. Walter W. Liggett, authorized spokesman for the Farmers Federal 
Tax League, pp. 416-429; and the evidence of Mr. Benjamin C. Marsh, pp. 363-369. 
This Committee Print of the Finance Committee Hearings will be hereafter referred to 
as Hearings. 

' Hearings, pp. 655-659, testimony of Mr. Edward F. McGrady, representing the 
American Federation of Labor, and claiming to speak for Mr. Gompers; and pp. 359- 
363, Statement of Mr. W. M. Clark, vice-president of the Railway Conductors and 
spokesman for the four brotherhoods. 

= Committee headquarters are at 6 West 48th St., New York City. 

' Bulletin No. 11, entitled Statement in Favor of a Gross Sales or Turnover Tax 
and Comments upon the Final Report of the National Industrial Conference Board, 
by Meyer D. Rothschild, dated January 17, 1921. 
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of Commerce, Gross Sales or Turnover Tax at one per cent and 
No Other Tax on Business,^ comments on a monograph writ- 
ten by Professor T. S. Adams, and the organization's sales 
tax Primer? The two first are concise discussions of state- 
ments adverse to the sales tax, being little else than the 
matching of points. The third is a clear presentation of the 
Rothschild plan. Mr. Rothschild gave another good state- 
ment of his argument when he issued a copy of Professor T. S. 
Adams' monograph * on the sales tax, with a statement of his 
own paralleling the latter. 

The Primer, a considerable booklet containing 107 ques- 
tions answered by Mr. Rothschild, is probably the best single 
statement in favor of a general sales tax. Indeed, the author 
claims that it is "practically the meat of the sales tax idea," 
containing answers to many of the opposing arguments.^ 

The Tax League of America also has been established to 
agitate for the adoption of a general sales tax.* The only 
one of its publications which is worth mentioning here is its 
Address to Congress. This statement, however, adds little, 
containing chiefly what can be found in other places. The 
organization is apparently a self-constituted league of a few 
men who, strongly favoring the sales tax, have invited busi- 
ness people in various states to join them in their effort.* 
Many organizations of business men other than these bodies 
which have for their special purpose the adoption of such a 
levy have indicated their approval.'' 

1 A reprint of a paper read before the National Tax Association at ita Thirteenth 
Annual Conference. See its Proceedings, pp. 180-209. 

2 Bulletin No. 14, dated April 11, 1921; also reprinted in Hearings, pp. 389-411. 

8 Mr. Rothschild explains that this is a paper prepared by Professor Adams for the 
National Industrial Conference Board. 
< Hearings, p. 386. 

* The headquarters office is at 1270 Broadway, New York City. 

• This whole association has never had a convention, but its Advisory Board meets. 
See Hearings, p. 44. 

' The following are some of the interests which are reported in favor of some sort of 
sales tax: the Boston Chamber of Commerce, Hearings, p. 137; the Trade Board of 
Boston, a subsidiary of that body, ibid., p. 153; the Trades Council of Manufacturers' 
Club of Philadelphia, ibid., pp. 14, 15; the New York Board of Trade and Transporta- 
tion, ibid., p. 440 and their leaflet issued October 13, 1920; the Executive Committee of 
the National Association of Real Estate Boards, ibid., pp. 28, 29; the National Retail 
Dry Goods Association (see their booklet Plan to Revise the Revenue Law of 1918) ; the 
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Some business men have come out against the proposal. 
Probably the group which has drawn most fire from its op- 
ponents is the Tax Committee of the National Industrial 
Conference Board, which unqualifiedly rejected the sales 
tax.i This Committee grew out of the hostility of the busi- 
ness community to the present federal revenue system. A 
National Industrial Tax Committee called by the National 
Industrial Conference Board at the suggestion of the Ameri- 
can Petroleum Institute and of the American Mining Con- 
gress met at Chicago on April 16, 1920. After discussion, this 
convention agreed that an enlarged committee, comprising 
more interests, should be created for study and recommen- 
dations on tax revision.^ The result was the so-called Tax 
Committee of the National Industrial Conference Board, 
composed of prominent representatives of various business 
interests in the country.^ After preparing a tentative report,^ 
the Committee decided to call a second conference of business 
men and others in order that its recommendations might be 
discussed before a final report was issued. Accordingly this 
second National Industrial Tax Conference met at New York 

National Association of Retail Clothiers, ibid., p. 177; the National Shoe Retailers Asso- 
ciation, ibid., p. 177; the National Garment Retailers Association, ibid., p. 177 and p. 
438; the Massachusetts Retail Merchants Association, ibid., p. 153; the Associated Re- 
tailers of St. Louis, ibid., p. 507; the Music Industries Chambers of Commerce of 
America, ibid., pp. 105, 106; the National Automobile Chamber of Commerce and 
the Motors and Accessories Manufacturers' Association, ibid., p. 227; the Jewelry In- 
terests, ibid., p. 373; representatives of the fur industry, ibid., p. 522 and p. 526; and the 
National Association of Manufacturers. See the Report of the Committee on Taxation 
of the National Association of Manufacturers. Cf. also the printed copy of the Annual 
Address of Stephen C. Mason, President, at the Twenty-sixth Annual Meeting. Cf. 
also Hearings, pp. 31-43. 

» Special Report No. 18 of the National Industrial Conference Board, pp. 1-3. 

2 For an account of the development of this body, see Special Report No. 18, op. cit.; 
Proceedings of the Second National Tax Conference, Special Report No. 17, pp. 1, 2, 
and pp. 152, 153. Cf. also Address of Mr. R. C. Allen before the National Tax Associa- 
tion, September 8, 1920, in Proceedings of the Thirteenth Annual Conference, pp. 169- 
180. 

* For the personnel of this committee, see the Proceedings of the Second National 
Industrial Tax Conference, p. 157. 

* The work of the Committee covered six months. It held a number of meetings, 
some taking two full days, but tax matters were studied also by sub-committees and by 
the members individually. They secured the assistance and advice of such men as Pro- 
fessors T. S. Adams and Fred R. Fairchild of Yale, Seligman and Haig of Columbia, 
Kemmerer of Princeton, Messrs. Otto H. Kahn, George E. Holmes, J. F. ZoUer, A. E. 
Holcomb, Colonel Robert H. Montgomery, and others. See Proceedings, p. 152. 
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City on October 22 and 23, 1920. The proposal for a sales tax, 
rejected by the Committee, received much of the attention of 
the Conference. The Proceedings ' of the Second Conference, 
therefore, contains some able and interesting discussions by 
members of the Committee, economists, business men, and 
others. The volume is a mine of information on the whole 
subject of tax revision, and students of taxation are in special 
debt for this important contribution towards the clarification 
of tax opinion. The Conference resolved that the Committee 
should complete its final report, taking into account the sug- 
gestions gained from the discussions of the convention and 
from further written statements which might be furnished 
it, and that after the report had been issued and time al- 
lowed for consideration of it, a Third National Industrial 
Tax Conference should be called for its final considera- 
tion.^ The report' was later issued and such a Conference 
was held January 21 and 22, 1921.'' The citizens who took 
part in the Second Conference, or wrote this report, have 
demonstrated their ability to give helpful and disinterested 
advice in the construction of a program of tax revision. It is 
the opinion of the reviewer that, judged by its quality, careful 
preparation, and judicious and unbiased character, the Report 
of this Committee stands high if not preeminent amidst the 
sales tax literature. It is a business men's report, and, "its 
conclusions are, therefore, practical rather than theoretical." ^ 
Another group of business men opposed to the adoption of 
a general sales tax is the National Association of Credit Men, 

> Proceedings of the Second National Industrial Tax Conference, held in New York 
City, October 22 and 23, 1920. Special Report No. 17 of the National Industrial Con- 
ference Board, December, 1920. 

2 Special Report No. 17, p. 150. 

3 Report of the Tax Committee of the National Industrial Conference Board on the 
Federal Tax Problem; Special Report No. 18, National Industrial Conference Board, 
December, 1920. Hereafter referred to as National Industrial Conference Board Com- 
mittee Report (N. I. C. B. Committee Report). 

* It has been stated that the report of the Committee was never officially adopted 
by the National Industrial Conference Board or by the American Mining Congress or 
by the American Petroleum Institute. See Hearings, p. 544. Indeed the Committee 
Report states: "This opinion is not necessarily in every respect concurred in either by 
each individual member ... or by the organizations or industries represented by the 
individual members." See Final Report, p. 3. 

5 Proceedings, p. 153. 
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whose Committee on Federal Taxation ' has issued a report 
rejecting the sales tax, and proposing a tax on the undistrib- 
uted earnings of corporations.* The Committee did not 
issue a very elaborate report on the sales tax nor does it de- 
velop any new arguments, being in substantial agreement 
with the National Industrial Conference Board Committee. 
The report, tho compact and carefully drawn, does little else 
than list the arguments with short comment.* The Commit- 
tee is evidently concentrating more attention upon the adop- 
tion of its own program than upon the defeat of another. 

Still another business organization whose opposition to the 
sales tax has attracted considerable attention is the Special 
Committee on Taxation of the United States Chamber of 
Commerce, composed of prominent business men and econ- 
omists.^ On December 17, 1920, the question of tax revision 
was submitted by referendum ' to the membership of the 
Chamber, with a report * from this Special Committee, cover- 
ing among other proposals the sales tax, which the latter 
rejected.^ The report is one of the most concise statements 
of the arguments for and against the tax. Among the other 
business organizations opposed to the sales tax may be men- 
tioned the Executive Committee of the National Association 
of Retail Grocers.* 

Many individuals have taken part in the sales tax discus- 
sions. Among the bankers probably the most distinguished 
advocate of a sales tax is Mr. Otto H. Kahn, who amits that 

1 For membership of this Committee, see the pamphlet issued by the Committee, 
The Undistributed Earnings Tax, issued December, 1920, p. 1. 

' Ibid., p. 6. Cf. also the testimony of Mr. E. H. Jaynes and Mr. R. G. Elliott, 
Hearings, pp. 95-104 and pp. 559-567. 

^ The arguments developed in the sales tax debate will be referred to later. 

* For the personnel of this Committee, see its Referendum No. 34, p. 2. 

^ Results of this Referendum are given in Special Bulletin of the U. S. Chamber of 
Commerce, dated Aprils, 1921. Because the voting on Referendum No. 34 was not 
satisfactory, another. Referendum No. 36, has been issued to the Chamber's members on 
questions of tax revision. For a short account of tax discussion at the Chamber's recent 
annual meeting, see The Nation's Business, June, 1921, pp. 33-35. 

" Printed as part of the referendum pamphlet. Referendum No. 34, pp. 4-26. 

' Ibid., p. 12. 

* See the testimony of Mr. John Brayshaw, Chairman of the Legislative Committee 
of National Association of Retail Grocers. Hearings, pp. 537, 538. 
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he has "wobbled and wavered" on it, but has now definitely 
committed himself to a low tax on sales.' Few men have done 
more talking for a sales tax than Mr. Charles E. Lord of Galey 
and Lord, New York, an enthusiastic advocate of the new 
measure. Altho his literature is not as elaborately worked out 
as that of the Business Men's National Tax Committee, he 
contends manfully for his cause.'' Mr. Hugh Satterlee, whose 
opinions carry weight because of his valuable assistance to the 
government as a tax expert, is a pronounced sales taxer and 
puts forward his ideas in an effective way.^ One of the in- 
dividuals who has done much for the promotion of the tax is 
Mr. J. S. Hord, during 1904-19 Collector of Internal Revenue 
in the Philippines, one of the authors of the Philippines Sales 
Tax Law and experienced in its administration.* The Philip- 
pine success with the tax argues forcefully for such a levy 
here, and the administrators who had to do with it have great 
influence in this discussion. Dr. Henry A. E. Chandler has 
written an interesting and careful article entitled "The Sales 
Tax and Our Fiscal Problem," pubUshed by the Commerce 
Monthly for March, 1921. After reviewing the principal argu- 
ments for and against the measure, the writer concludes that 
a small commodity tax " offers the best means of supplement- 

1 See hie Two Years of Faulty Taxation and the Results, pp. 43-47; Some Sugges- 
tions on Tax Revision, pp. 52-55; Addendum to " Some Suggestions on Tax Revision" 
and the Sales Tax, pp. 25-37 and pp. 40, 41, a reprint of his address before the Na- 
tional Industrial Tax Conference, Proceedings, pp. 90-94. 

! Sec his The Bubble Has Burst — What Next?; Federal Taxes and the Farmer; 
Taxing a Soap Bubble; and his more pretentious Discussion of the Tentative Report of 
the Taxation Committee of the National Industrial Conference Board. See also Pro- 
ceedings of the National Tax Association Thirteenth Conference, pp. 215-218, for 
quotations from one of his papers. 

3 See his Taxation of Sales, also his testimony before the Senate Committee, Hear- 
ings, pp. 14-27. Cf. also the address before the National Tax Association, Proceedings 
of Thirteenth Annual Conference, pp. 123-128, and address before the Iowa Bankers 
Association reprinted in New York Times of January 2, 1921. 

* See article in Annals for May, 1921, pp. 193-207; statement before the Second 
National Industrial Tax Conference, Proceedings, pp. 63-65; and statement to the 
Senate Finance Committee, Hearings, pp. 64-73. Mr. Hord has described the Philip- 
pine Sales Tax in his Johns Hopkins Study, Internal Taxation in the Philippines, Series 
XXX, No. 1, Baltimore, 1907, especially pp. 19-45. Judge Lebbeus R. Wilfley, of the 
New York Bar, who was attorney general of the Philippines from 1901 to 1905, has also 
been drafted into service in advocacy of a sales tax by the Tax League. See his state- 
ment to the Finance Committee, Hearings, pp. 44-64. 
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ing our present fiscal system."* Other advocates of the 
change are Messrs. Robert R. Reed,^ Jules S. Boche,' WilHam 
C. Cornwell/ and R. S. Orcutt' of the Wall Street Journal, 
admitted by one of his opponents to give a clear and logical 
presentation of the merits of the sales tax in contrast with the 
vagueness and discrepancies that are so common in most 
discussions of this subject." ' 

But the literature shows also the opposition of many in- 
dividuals. Mr. Fayette R. Plumb, chairman of the National 
Industrial Conference Board Committee, independently con- 
demns the proposal. One of the most outstanding opponents 
of the tax among business men, he has recently written a con- 
cise and readable statement of his position for the Senate 
Finance Committee, entitled "Views in Opposition to the 
Sales Tax." ' Mr. Robert G. Wilson, Chief of the Tax Divi- 
sion of the American Mining Congress,' and Mr. J. F. ZoUer, 
an attorney and chairman of the Tax Committee of the Na- 
tional Conference of State Manufacturers' Association,' are 
opposed to the tax. Mr. Samuel Spring, a member of the Suf- 
folk bar, has made out a strong case against it in a recent ar- 
ticle."" Not all those experienced in tax administration are in 
favor of the tax, for Mr. Arthur A. Ballantine, former solicitor 
of Internal Revenue, has in a recent article argued forcefully 

1 The Commerce Monthly of the National Bank of Commerce for March, 1921, 
pp. 3-13. 

» See his article in the New York Times, January 18, 1921, p. 10. 

» See his " Release Business from the Slavery of Taxation," an address before the 
Economic Club, New York, November 29, 1920; "A Lively Plea for the Sales Tax," in the 
Weekly Review for June 11, 1921, pp. 554-556; remarks at Second National Industrial 
Tax Conference, Proceedings, pp. 56-58; statement before the House Ways and Means 
Committee, Hearings, pp. 82-100; special edition of the Bache Review, April, 1920; 
Review of Reviews, Januar>-, 1921, pp. 57-60; New York Times, January 30, 1920, p. 2. 

* See his address before the National Association of Cotton Manufacturera. Cf. his 
remarks at the Second National Industrial Tax Conference, Proceedings, p. 62. 

" Statement to Senate Finance Committee, Hearings, pp. 757-764. 

• Ibid., p. 757. 

' Ibid., pp. 84-91. 

■ See his statement before the Senate Finance Committee, Hearings, pp. 537-545. 

» See his excellent paper presented to the Senate Finance Committee, ibid., pp. 604- 
609, and his whole statement, pp. 602-616. 

^ See his article " Adventures in Taxation — The Sales Tax," in the Atlantic 
Monthly for June, 1921. 
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for its rejection.' His successor in office, and now also a former 
solicitor, Robert N. Miller, and Secretary Mellon do not 
recommend it.* Among the economists, Professor T. S. 
Adams, former chairman of the Tax Advisory Board of the 
Treasury, and by virtue of his prestige one of the most active 
and persuasive opponents of the sales tax, has written and 
spoken a good deal on the subject.' Professor SeHgman has 
presented with vigor the objections to such a tax.* Professor 
F. E,. Fairchild's views in opposition to the sales tax have also 
become a part of the literature.^ 

Among sales taxers there is division of opinion as to the 
form which such a tax should take. One group, led by Mr. 
Meyer Rothschild, advocates an all inclusive tax, involving a 
levy of one per cent on the "gross turnover of the country," 
comprising (a) sales of all kinds of goods, wares, and mer- 
chandise; (6) sales of real property; (c) gross rents and royal- 
ties of all kinds; (d) gross incomes of pubHc utilities; (e) gross 
receipts for admission to amusement places and clubs; (/) 
gross receipts for services rendered (not including wages or 
salaries which would be taxed under the personal income tax) ; 
(g) the sales of all capital assets, except stocks and bonds and 
other choses in action. This would replace all other taxes on 

' See his article " The General Sales Tax is not the Way Out " in the Annals for 
May, 1921; article in New York Times, January 9, 1921. 

^ See the brief submitted by Miller to Senate Finance Committee, Hearings, pp. 
671-674; and letter of Secretary Mellon to Representative Fordney and Senator Pen- 
rose dated April 30, 1921, conveniently found in New York Times, May 2, 1921. 

) Probably the most convenient statement of his views may be found in his small 
pamphlet. Needed Tax Reform in the United States. This is a reprint of a series of 
articles which appeared in the New York Evening Post in July and August, 1920. A 
series of articles by him dealing with the same subject may be found in the Boston 
Transcript for July 19, 21, 26, 28, August, 2, 4, 9, 11, 16. See his remarks at the Second 
National Industrial Tax Conference, Proceedings, pp. 110-113, and his monograph for 
the National Industrial Conference Board. 

* See his address, " The Sales Tax Compared with the Recommendations of the Tax 
Committee," Second National Industrial Tax Conference, Proceedings, pp. 70-83. See 
also Hearings, pp. 731-736, for a reprint of his article " The Fiscal Outlook and the Pro- 
gram of Tax Revision," issued by the Bankers Economic Service Inc., 1921 ; also Hear- 
ings, pp. 705-730, for his testimony. 

* See statement to the Senate Finance Committee, Hearings, pp. 571-581, and re- 
print of his " Case against the Sales Tax," a paper read before the U. S. Chamber of 
Commerce at the recent annual meeting, ibid., pp. 681-586. He was also a member of 
Special Tax Committee of the U. S. Chamber of Commerce. 



626 QUARTERLY JOURNAL OF ECONOMICS 

business, including tax on business incomes.* A second group, 
which is becoming more numerous, would limit the tax to 
sales of goods, wares and merchandise, exempting for ad- 
ministrative reasons sales not exceeding a certain annual 
amount. The most prominent member of this group is prob- 
ably Mr. Charles E. Lord,^ assisted by others ' who differ as 
to the proper rate for the levy.* Still a third form of sales tax 
has been talked about — a tax upon only retail or final sales 
for use.' Mr. L. F. Loree is probably the most prominent 
advocate of the retail tax, but he advocates also a small 
charge on all turnovers.* The tax applied to all commodity 
turnovers seems to have the greatest support. 

Such is the literature, interesting not only for its content 
but for its revelations of the methods of thinking among 
business men who have met the economists upon their own 
ground and boldly challenged them. 

The sales tax debate turns upon certain large points already 
well known. The chief question in the discussion is the inci- 
dence of certain taxes. It is obviously a challenge to the sales 
taxers to have their opponents say "it would be economically 
unsound as well as socially unjust to shift the two billions of 
taxation from business and personal income taxes to con- 
simiption taxes." ' Would a sales tax be shifted? And are the 
profits taxes which it would replace shifted to the consumers? 
Would the adoption of a sales tax mean the substitution of a 
consumers' tax for business income taxes? The economists 

1 For the best statement of this proposal, see the Comments on Professor Adams' 
monograph, and the sales tax Primer. 

2 See, for a good statement of this proposal, his The Bubble Has Burst — What 
Next? p. 6. 

> For instance, J. S. Herd, J. S. Bache, H. A. E. Chandler, William C. Cornwell, 
otto H. Kahn, National Association of Manufacturers, National Retail Dry Goods 
Association. 

* Mr. Kahn, for instance, thinks it should be only ^ per cent. See his Addendum, p. 
40. Mr. Rothschild, on the other hand, advocates a rate of 1 per cent. 

6 See the list of the different forms of the sales tax in N. I, C. B. Committee Report, 
p. 13. The literature which the reviewer has examined reveals very few who advocate 
this form of the tax. 

6 See Minority Report of Mr. Loree as a member of the National Industrial Con- 
ference Board. Mr. Dwight Braman of New York seems to favor the tax on retail sales. 
Hearings, p. 104. 

' See N. I. C. B. Committee Report, p. 25. 
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who have expressed themselves upon it uphold the theory 
that general income and excess profits taxes are not normally 
shifted to the consumer. "Profits," says Professor SeHgman, 
"are the result of price and not a condition of price." ' Dur- 
ing the war years there was a seller's market and prices would 
have been high anyway, the taxes being "an excuse for high 
prices, not the cause." ^ But a sales tax under normal condi- 
tions would be shifted to the consumers. Such are substan- 
tially the views of Seligman,^ Adams, * Fairchild,* and Hayes.* 
Curiously enough, many of the business men advocating the 
tax agree that normally it will be shifted. Yet their literature 
is full of assertions that the taxes on excess profits and busi- 
ness incomes are also passed on to the consumer in higher 
prices. Such is substantially the opinion of Rothschild,' 
Lord,^ Kahn,' Clark (National Retail Dry Goods Associa- 
tion), '"Opdycke (Tax League of America)," Bache, Vorenberg, 
Satterlee, and others. They have gone so far as to estimate 
what portion of current prices is due to the inclusion of profits 
taxes.'* Believing this, they concede that the sales tax would 

1 Hearings, p. 714. 

' Adams, Needed Tax Reform, p. 22. 

• Bearings, pp. 714, 713. 

• Needed Tax Reform, p. 16 and pp. 20, 21 ; cf . also Iiis article in Boston Transcript, 
July 21, 1920, p. 9. He thinks, however, it will be difficult to shift the sales tax in the 
near future. 

s Hearings, pp. 551, 552. 

» " The Incidence of the Sales Tax," article in Annals for May, 1921, pp. 207-212. 
It may be added here that Professor David Friday has attempted in his book. Profits, 
Wages and Prices, pp. 192-205, to demonstrate statistically that excess profits taxes 
have not been shifted. 

' Altho he is inconsistent, as will be shown later. But see his sales tax Primer, pp. 
23-41 and Hearings, pp. 382, 383. 

8 Discussion of the Tentative Report of the Tax Committee of the National Indus- 
trial Conference Board, pp. 10-14; cf. also Taxing a Soap Bubble, p. 2. 

• Proceedings, pp. 87-91. 

« Their Plan to Revise the Revenue Law of 1918, p. 12; cf . also Hearings, p. 199. 

u Statement of Mr. Opdycke of Tax League of America to Senate Finance Commit- 
tee, Hearings, especially p. 271 ; cf . also the League's Address to Congress. 

" The statement which nms through most of the literature is that such taxes have 
increased prices about 23 per cent. See sales tax Primer, p. 25; Tax League's Address to 
Congress, p. 10; Lord's Federal Taxes and the Farmers, p. 4; Opdycke, Hearings, p. 271. 
The Taxation Committee of the National Retail Dry Goods Association puts it at about 
25 per cent, see p. 12. 3. S. Bache agrees with this figure, in his Release Business from 
Taxation. 
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be passed on to consiuners, and still advocate it as a means of 
relieving the tax burden on the public' Some have asked why 
business men, if they do not bear the profits taxes, are so con- 
cerned to lift the burden from the consuming public* In 
answer it has been said that heavy taxes reduce the buying 
power of consumers, and that profits taxes are uncertain, and 
cannot be definitely calculated and provided for in advance, 
resulting in overcharging, and that taxes levied on book 
profits which may not materialize must be paid in cash.' 
Opponents of the sales tax contend that if the incidence of the 
sales tax would be upon the consumers, that fact presents a 
very important objection to the change; it is not in accord 
with social justice to lay so much tax burden on the basis of 
expenditure, which is not a fit criterion of ability to pay.* 
This has led Professor Adams, for example, to recommend 
"not heavy consvunption taxes on absolute necessities" but 
on "non-essentials of widespread consumption." * Some of 
the sales tax proponents, granting the validity of the abiUty- 
to-pay argument, suggest that at the same time that a sales 
tax is imposed, the exemptions imder the income tax be in- 
creased to $5,000 for married persons and $2,500 for single.' 
Opponents deny that such exemptions would alleviate the 
conditions of those who, being free from the income tax now, 
would nevertheless bear the sales tax.' Some dispute the very 
argument itself, maintaining that, after all, a man's expendi- 
ture in dollars is "his own estimate of his ability to pay," and 

■ See, for inetance, the sales tax Primer, p. 47; lord's Making Taxation a Political 
Asset instead of a Liability, and Hearings, pp. 12, 13; tlie Tax League's Address to 
Congress, p. 10, and its Business Is Being Killed by Unwise Taxation, p. 3. 

' Adams' Needed Tax Reform, p. 23. 

' Rothschild, sales tax Primer, p. 34. 

« See Referendum No. 34, of the U. S. Chamber of Commerce, p. 10; N. I. C. B. 
Committee Report, pp. 25, 26; Credit Men's Committee's Undistributed Earnings Tax, 
p. 32. 

» Adams, Needed Tax Reform, pp. 24-26. The N. I. C. B. Committee says the test 
is not whether a commodity is a luxury or non-essential, but whether " its use is so wide- 
spread and general, and its distribution so well established that the tax will affect use 
or distribution and that it will be shifted." Report, p. 49. 

• Sales tax Primer, p. 39. 

' N. I. C. B. Committee Report, p. 27. 
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that there is "elemental justice" in having the tax burden 
vary with expenditure.' 

There is no complete agreement as to the incidence of the 
tax even under normal competitive conditions. One advocate, 
tho proceeding in most of his argument on the assumption that 
the sales tax is shifted, maintains that "where the profits of 
an industry are large, the one per cent tax is not a substantial 
item, and may under strong competitive conditions be wholly 
or partially absorbed by the dealers. Where profits are small, 
however, every bit of the smallest tax must and will be shifted 
to the buyer." ^ Opponents assert that, if the tax is not 
shifted, being borne by the seller, it would become a tax on 
gross income, discriminating against businesses whose profits 
form only a small part of their sales.' If the tax took the form 
of a levy on retail sales, there would be discrimination of a 
more serious kind against the retailers of the country, who 
alone would bear it. Some are concerned over the fear that in 
a falling market it would be difficult if not impossible to shift 
the tax. Certainly under such conditions the tax, possessing 
all the evils of a gross income tax, would bear more heavily on 
the businesses with profits forming a small percentage of total 
sales.* But some sales tax advocates deny that such taxes 
could not be shifted even in a buyer's market, stating that " a 
merchant may be unable to shift a relatively high overhead, 
... he may in fact be selling goods at a loss, but a sales cost 
that ' runs with the goods ' operating at the time upon all 
competitive sellers will be shifted in the price." ' The ques- 
tion of incidence is easily the most important in the whole 
debate. 

> Lord, The Bubble Has Buret — What Next?, p. 11. 

' Rothschild, sales tax Primer, p. 24. This kind of inconsistency has already been 
pointed out by Professor Adams, Needed Tax Reform, p. 16. 

• Credit Men's Committee Report, op. cit., pp. 33, 34; N. I. C. B. Committee Re- 
port, pp. 19, 20; Adams, Needed Tax Reform, p. 16. 

* Credit Men's Committee Report, p. 34; Adams, Needed Tax Reform, p. 16; U. S. 
Chamber of Commerce Committee Report, p. 10; testimony of William Compton, Lum- 
ber Industry, Hearings, pp. 134, 136. 

' Lord, Comments on Referendum No. 34 of U. S. Chamber of Commerce, p. 2. 
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Another objection of major interest, which T. S. Adams 
and others^ have raised against the general sales tax and 
which the advocates claim to refute, is that the tax would dis- 
criminate in favor of large "multiple-process" "self-con- 
tained" business organizations, and thus have "a tendency to 
drive smaller enterprises out of business." In the process of 
bringing commodities from raw material to finished form in 
the consumers' hands, there are many turnovers, on each of 
which a tax would have to be levied. The tax, being cumula- 
tive, would burden more lightly those organizations which 
combined all the processes under one management and so 
paid only one tax, while other smaller independent organiza- 
tions would pay at each turnover. In the prices of the typical 
commodity there might be included taxes on several turn- 
overs, but the prices of the output of some producers would 
be increased by one tax only. The usual answer to this 
argument by the proponents of a sales tax is that the ad- 
vantage which self-contained organizations possess over 
"single-process" concerns is "negUgible." They urge that 
large organizations and small independent businesses exist 
together, and by figures attempt to demonstrate that "even 
very wide differences in operating expenses now are not suf- 
ficient to prevent the profitable existence of the smaller con- 
cerns, and that a further one per cent tax could not change 
the situation appreciably." * Moreover, they assert, if there 
should be "loading" of sales taxes, such "loading" is much 
greater now with the profits taxes. One writer, at least, feel- 
ing the force of the objection, proposes that a tax should be 
collected from the self-contained concern "as many times as 
there are processes between the raw material and the finished 
product." ' Of course the objection could not be raised 
against a retail sales tax. 

• Adams, Needed Tax Reform, p. 15; N. I. C. B. Committee Report, p. 3; Credit 
Men's Report, p. 34; U. S. Chamber of Commerce Report, p. 10; Fairchild, Hearings, 
pp. 583, 684; Ballantine, Annals, May, 1921, p. 218. 

2 Rothschild, Primer, pp. 42-46; Lord's Discussion of Tentative Report of N. I. C. B, 
Committee Report, pp. 16, 16; National Retail Dry Goods Association Report, pp. 12, 
13; Tax League's Address to Congress, pp. 21, 22. 

> Hord, Annals, May, 1921, p. 206. 
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Another important question discussed in the sales tax 
literature is the effect upon the system of marketing and dis- 
tribution of goods. The claim is made that leasing and rental 
of goods would supercede straight sales and that selling agents 
would take the place of wholesalers, resulting in the elimina- 
tion of certain types of middlemen and making difficult the 
definition of "sale." ' Discussion on this point gets no further 
than expressions of opinion. The sales tax advocates claim 
that it would cost more than 1 per cent to evade the tax in 
this way,^ that the government is now collecting taxes on 
transactions of the same sort, that the existing specific sales 
taxes have produced no such changes, and that business men 
would not lease goods for which they had a cash market.' In 
answer to the statement that sales taxes in the past and in 
certain modern countries have been adopted only as a last 
resort, and have had an unfortunate history,* the advocates 
point to the Philippine, the Canadian, the French and even 
the Mexican tax, for which they claim good results. The 
Canadian and French taxes, it must be admitted, are too 
recent to afford a fair test.* 

There are certain other advantages of a sales tax which its 
advocates claim for it, besides its alleged success in other 
countries and its effect on the cost of living. Undoubtedly it 
contrasts favorably with the compHcations of the present 
profits and income taxes. One who reads the literature is im- 
pressed with the fact that one thing which business men 
greatly desire is certainty and simplicity. They want a tax 
which they can calculate without the complexities of a deter- 
mination of net income, invested capital, profits percentages, 
and technical accounting concepts.' The sales tax, they claim, 

' N. I. C. B. Committee Eeport, pp. 21, 22; Credit Men's Committee Report, p. 31. 
The question is also raised in Adams* monograph circulated by Rothschild. 

2 Satterlee, Taxation of Sales, p. 12. 

» EothschUd, Bulletin No. 11, p. 16. 

' N. I. C. B. Committee Report, pp. 23-25; Hearings, pp. 705-713, statement of 
Professor Seligman. 

^ Rothschild, Bulletin No. 11, pp. 17, 18; Tax League's Address to Congress, pp. 13- 
19; sales tax Primer, pp. 12-14; Hord, Annals, May, 1921, pp. 204, 205. 

• Explanatory statement by Business Men's Tax Committee, April 5, 1920; also the 
leaflet. Gross Sales or Turnover Tax at one per cent in lieu of all other taxes on Business, 
p. 1; Hord, Annals, May, 1921, pp. 197, 198; sales tax Primer, p. 51; Satterlee, Taxation 
of Sales, p. 15. Evidence might be cited ad infinitum on this point. 
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meets these requirements. "Every business man will know 
what his tax will be and can make provision accordingly." ' 
It would relieve enterprises, they assert, from governmental 
interference with their conduct. It would allow conservative 
reserve policies. Business men would simply report their 
sales, and pay hi monthly or quarterly installments amounts 
calculated as percentages of certain totals. 

The literature shows also that some support of the sales tax 
comes from a number of industries which feel that they have 
been discriminated against in having to pay certain special 
war taxes.* These demand that the burden be shared with 
other industries, in order that the rate may be lower on all. 
Another argument presented by the advocates is that it 
would be Ught and spread over all consumers. One opponent 
has admitted that the tax would be low, and that this might 
be enough to offset many objections.' The advocates claim 
also that it would be easily administered.* Some opponents 
feel that its administrative simplicity has been overem- 
phasized,' altho one prominent writer admits that its ad- 
ministration might be less difficult if the excess profits tax 
were repealed.* One of the advantages conceded by en- 
emies, to which its friends hke to point, is that it would bring 
in large revenue.' The sales taxers claim, too, that it would 
be superior to profits taxes in that it would bring in the 
revenue in bad times as well as good, since sales fluctuate less 
than profits.' A number of difficulties have been presented 
concerning the all-inclusive turnover tax advocated by Roth- 
schild and others,^and the retail sales tax,'" but these are not of 

1 Explanatory Statement, Business Men's Tax Committee, op. cit. 

' Satterlee, New York Times, January 2, 1921 ; sales tax Primer, pp. 22, 23; Hearings, 
pp. 107-112; 227; 245; 514; 525; 526. 

' Adams, Monograph, op. cit. 

' Primer, p. 47. 

' N. I. C. B. Committee Report, p. 22. 

8 Adams, Monograph, op. cit. 

» Tax League's Address to Congress, p. 12; Primer, p. 49. 

' Bache Review, April, 1920, pp. 2, 3; Business Men's National Tax Committee 
Circular, April 5, 1920, p. 3. 

8 For a good statement of these, see T. S. Adams' monograph, op. cit. 

M A concise statement of the objections to the retail sales tax may be found in Credit 
Men's Committee Report, pp. 36, 37, and National Industrial Conference Board Com- 
mittee Report, pp. 30, 31. 
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practical importance since the limited turnover tax on com- 
modities seems to have the greatest nimiber of supporters. 

Such are the larger issues in this tax debate. In the opinion 
of the reviewer, the tax, whatever its incidence in the im- 
mediate future, would normally be a burden on consumers. 
Just as certainly the excess profits tax which it would 
replace, or any other business income tax which might 
be taken in its stead, is not passed on to consiraiers. Do 
its other advantages overcome this disadvantage? If we 
adopt it, we should do so with our eyes open, without illusions 
about such a change removing any of the "tax content from 
the consumer's dollar." 

K. M. Williamson. 
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